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The S e c u r i t i e s and Exchange Commission today announced the adoption of 
two amendments to Rule 2-01 of Regulat ion S-X dea l ing with the q u a l i f i c a t i o n s 
o f accountants c e r t i f y i n g f i n a n c i a l s ta tements r e q u i r e d to be f i l e d with i t . 
Subsequent to the adopt ion , on November 7, 1942, of t he p r e s e n t subsec t ion 
(c) of Rule 2-01 , r e p r e s e n t a t i v e s of the accounting p ro fes s ion made i n q u i r y as 
to whether the language "in determining whether an accountant i s in fac t i n -
d e p e n ^ n t j w i t h r e s p e c t to a p a r t i c u l a r company, a p p r o p r i a t e cons ide ra t i on s h a l l 
be given to the p r o p r i e t y of the r e l a t i o n s h i p s and p r a c t i c e s involved in a l l 
s e r v i c e s performed for the company by such accoun tan t" implied t h a t the Com-
mission would seek to determine the " p r o p r i e t y " of a l l such r e l a t i o n s h i p s in 
and of themselves . In d i s c u s s i o n s and conferences a r i s i n g ou t of such 
i n q u i r i e s , the Commission made i t c l e a r t h a t i t was i n t e r e s t e d in r e l a t i o n -
sh ips between a c e r t i f y i n g accountant and a r e g i s t r a n t only i n s o f a r as the e x -
i s t e n c e of p a r t i c u l a r r e l a t i o n s h i p s might be r e l e v a n t to i t s de te rmina t ion 
whether the accountant was in fac t independent. In o rde r to avoid any p o s s i b l e 
m i s i n t e r p r e t a t i o n of i t s p o l i c y in t h i s r e s p e c t , the Commission has amended 
Rule 2-01 (c) so as to r e s t a t e i t s o b j e c t i v e s in more genera l terms, thus 
avoiding the misunders tanding apparen t ly r e s u l t i n g from the use of more p a r t i c -
u l a r i z e d language in the o r i g i n a l r u l e . 
At the same time Rule 2-01 (b) has been amended to make i t c l e a r t h a t the 
r e l a t i o n s h i p s l i s t e d t h e r e i n are not the only r e l a t i o n s h i p s which would p reven t 
an accountant from being independent in f a c t . In t h i s connect ion , a t t e n t i o n i s 
d i r e c t e d to Accounting Se r i e s Releases Numbers 2, 22, 28, and 37 which conta in 
s t a tements of a d m i n i s t r a t i v e p o l i c y and opin ions of the Chief Accountant on 
the ques t ion of independence. Release 22, moreover, i n c l u d e s a summary of the 
p r i n c i p a l Commission dec i s i ons involving independence of accoun tan t s , A sum-
mary of informal d e c i s i o n s on the quest ion w i l l be i s sued a t a l a t e r d a t e . 
The t e x t of the Commission's ac t ion fo l lows: 
The S e c u r i t i e s and Exchange Commission, ac t i ng pu r suan t to a u t h o r i t y con-
fe r red upon i t by the S e c u r i t i e s Act of 1933, p a r t i c u l a r l y Sec t ions 7 and 
19 (a) thereof , the S e c u r i t i e s Exchange Act of 1934, p a r t i c u l a r l y Sec t ions 12, 
13, 15 (d), and 23 (a) thereof , and the Investment Company Act of 1940, p a r t i c -
u l a r l y Sec t ions 8, 30, and 38 (a) thereof , and deeming such ac t ion necessa ry 
and a p p r o p r i a t e in the p u b l i c i n t e r e s t and for the p r o t e c t i o n of i n v e s t o r s and 
necessa ry for the execut ion of the funct ions ves ted in i t by the s a i d Acts, 
hereby amends Regulat ion S-X as fo l lows: 
- 2 - 33 - 2920 
I . Paragraph (b) of Rul2 2-01 of Regulation S-X i s amended by i n s e r t -
ing the words "For example" at the beginning of the second sentence. As 
amended, paragraph (b) reads: 
"(b) The Commission will not recognize any cer t i f i ed public . 
accountant or public accountant as independent who i s not in fact i n -
dependent. For example, an accountant will not be considered independ-
ent with respect to any person in whom he has any substant ia l i n t e r e s t , 
d i rect or ind i rec t , or with whom he i s , or was during the period of r e -
por t , connected as a promoter, underwriter, voting t rus tee , d i rec tor , 
off icer , or employee," 
I I . Paragraph (c) of Rale 2-01 i s amended to read as follows! 
"(c) In determining whether an accountant i s in fact independent 
with respect to a par t i cu la r r eg i s t r an t , the Commission wi l l give 
appropriate consideration to a l l relevant circumstances including 
evidence bearing on a l l re la t ionships between the accountant and that 
r eg i s t r an t , and will not confine i t s e l f to the re la t ionships exis t ing 
in connection with the f i l ing of reports with the Commission." 
The foregoing action shal l be effective May 24, 1943. 
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